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June 9, 2006

Office of Inspector General
Corporation for National and Community Service

The Office of Inspector General engaged Cotton & Company LLP to conduct a performance
audit of the Corporation for National and Community Service’s (Corporation) Office of
Procurement Services for the period October 1, 2003, through September 30, 2005.

The primary objectives were to determine if the Corporation had an effective procurement
system in place during the period and if the system complied with applicable laws and
regulations, policies, and procedures. Our methodology included reviewing procurement
files and related Corporation accounting records and conducting interviews and discussions
with procurement and other Corporation personnel. We identified specific control
weaknesses and deficiencies and developed recommendations designed to improve
procurement functions and procedures.

We conducted our procedures in accordance with generally accepted government auditing
standards. We were not engaged to, and did not perform a financial statement audit, the
purpose of which would be to express an opinion on specified elements, accounts, or items.
Accordingly, we do not express such an opinion.

This report is intended solely for the information and use of the OIG, Corporation for
National and Community Service and U.S. Congress, and is not intended to be and should
not be used by anyone other than these specified parties.

COTTON & COMPANY LLP

Yok

Michael Gillespie, CPA, CFE
Partner
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Date: July 31, 2006

To: Carol Bates
Assistant Inspectgr.General for Audit

From: David Eisner
Chief Executive Officer

Subject: Response to OIG Draft Audit Report, Review of the Corporation for
National and Community Service Office of Procurement Services

Thank you for the opportunity to review and comment on the draft audit report on your
review of the Office of Procurement Services (OPS). While we are pleased that the audit
demonstrated continued improvement in this area, the Corporation is committed to
further strengthening its internal control over procurement operations and agrees with the
recommendations made in the report. To that end, OPS made significant improvements
to Corporation Policy No. 350, Procuring Supplies and Services, which are in the internal
clearance process, and held a training session for contracting officer technical
representatives (COTRs) in June and has scheduled another for November.

OPS provides specific responses to each of the 13 recommendations on the attachment,
noting that 12 of the corrective actions have been completed; therefore, this response
serves as notice of final action for those items. The final corrective action will be
completed upon issuance of revised Policy No. 350.

The Corporation would also like to express its appreciation for the effort your staff and
the staff of Cotton & Company applied to make this a successful and productive audit.

Attachment

cc: Jerry Bridges, Chief Financial Officer
Bill Anderson, Deputy CFO for Financial Management
Ritchie Vinson, Director, Office of Procurement Services
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Attachment

Corrective Actions

Recommendation 1 A — OPS limit amounts funded on indefinite-quantity contracts
(including BPAs) to the amount stated in issued task or delivery orders.

Corporation response — The Corporation agrees with the recommendation. The Office
of Procurement Services has changed procedures and no longer cites accounting and
appropriation data on blanket purchase agreements. On IDIQ contracts, we will only
obligate funds for the minimum quantity stated in the contract and the remainder of
funding will be obligated on task/delivery orders as they are placed against the contract.
[Corrective Action Completed]

Recommendation 1 B — OPS prohibit COTRs from issuing task orders on indefinite-
quantity contracts. OIG further recommended that OPS enhance COTR training to
ensure that all COTRs fully understand the limits of their authority and ramifications of
actions that exceed this authority.

Corporation response — The Corporation agrees with the recommendation. The annual
COTR training reemphasizes the duties and responsibilities and specifically stresses the
areas of technical direction and limitations of authority. OPS will also emphasize that
any COTR exceeding their authority will be suspended and be required to undergo
additional formal COTR certification training to be reinstated. [Corrective Action
Completed]

Recommendation 1 C - OPS establish procedures to ensure that all vendor invoices are
reviewed for accuracy and adherence to award terms before they are approved for

payment. The importance of these procedures should also be emphasized during all
COTR training sessions.

Corporation response — The Corporation agrees with the recommendation. OPS’s
annual COTR training reemphasizes review of invoices to ensure the Corporation is

receiving the services/supplies before approving payment. [Corrective Action
Completed|

Recommendation 1 D — OPS provide training to its contracting personnel on FAR
requirements for establishing price reasonableness. OIG further recommended that the
contracting officer be required to document the determination of price reasonableness and
retain this information in the file for each award for which only one quote is received.

Corporation response — The Corporation agrees with the recommendation. OPS staff
received additional training in establishing price reasonableness. Contracting Officers
have been instructed to review all awards to insure price reasonableness has been
determined, especially in one quote situations. [Corrective Action Completed]
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Attachment

Recommendation 1 E — OPS provide training to its contracting personnel on FAR
requirements for small business set-asides. OIG further recommended that OPS ensure
that its award files document the justification for each action between $2,500 and
$100,000 that is not set aside for small business.

Corporation response — The Corporation agrees with the recommendation. The OPS
staff has received additional training to ensure a Determination and Finding is placed in
all files when small businesses cannot meet the requirements or delivery schedule.
Contracting Officers have been instructed to ensure this documentation is in the file prior
to award. [Corrective Action Completed]

Recommendation 1 F - OPS obtain all necessary Office of Human Capital approvals
before awarding future temporary services contracts. OIG further recommended that
OPS ensure that all such contracts do not exceed Corporation limits.

Corporation response — The Corporation agrees with the recommendation. OPS will
obtain approval from Human Capital prior to award of any temporary services contract.

- All such contracts will be closely monitored to ensure they do not exceed the time limits
established by policy. [Corrective Action Completed]

Recommendation 2 A — OPS perform quality control reviews of procurement documents
prior to award to ensure that terms are accurate and complete; award amounts are
internally consistent; and contract language in unambiguous.

Corporation response — The Corporation agrees with the recommendation. OPS
Contracting Officers have been instructed to do a thorough review of each file prior to
award. This review will consist of ensuring all documents to the support the award are in
file, all award amounts are consistent and accurate, and the intent of the action is clear to
all parties. [Corrective Action Completed]

Recommendation 2 B — OPS establish quality control procedures to ensure that all
contract files are complete and that all necessary forms are properly signed in accordance
with Procurement Directive No. 007,

Corporation response — The Corporation agrees with the recommendation. OPS staff
received training in the review of award files in accordance with Procurement Directive
No. 007. Contracting Officers will ensure all files are complete with all required
signatures. [Corrective Action Completed]
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Attachment

Recommendation 2 C — OPS emphasize to its contracting personnel the importance of
accurate reporting on FPDS. OIG further recommended that OPS establish quality
control procedures to ensure that all contract actions are accurately reported on FPDS.

Corporation response — The Corporation agrees with the recommendation. OPS staff
have been reminded to ensure they accurately enter the business size and contract type.
Contracting Officers will ensure proper reporting before award is made. [Corrective
Action Completed]

Recommendation 2 D — OPS develop a system for tracking and monitoring the status of
all open award actions. OIG further recommended that OPS use this system to identify
and follow up on open awards that may be ready to be closed out.

Corporation response — The Corporation agrees with the recommendation. OPS and the
Accounting Office have developed a report with completion dates to be provided to all
Executive Officers and COTRs. This report will provide alerts 90 days prior to contract
completion or expiration of the option period. It also will indicate when any contract has
reached an expenditure rate of 75% of available funds. This will enable OPS to start
closeout or exercise options on time. [Cotrective Action Completed]

Recommendation 3 A — The Corporation ensure that the designated Competition
Advocate perform all duties and responsibilities required by the FAR and Corporation
policy. OIG further recommended that the Corporation ensure that all personnel are fully
informed of their roles, responsibilities, and limits on their authority.

Corporation response — The Corporation agrees with the recommendation. The
designated Competition Advocate is fully aware of the duties required of the position.
All aspects of FAR 6.501 are being followed and the annual report has been submitted to
the Senior Procurement Executive. All OPS personnel are aware of their roles and
responsibilities and authority limitations. [Corrective Action Completed]

Recommendation 3 B — OPS revise Policy No. 350, as necessary, to incorporate current
vendor-payment procedures and to establish contract closeout procedures.

Corporation response — The Corporation agrees with the recommendation. OPS Policy
No. 350 is being revised to include current vendor payment procedures and contract
closeout procedures in addition to numerous other changes and updates, including new
purchase card procedures.
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Attachment

Recommendation 3 C — The Corporation communicate to OPS the importance of
performing complete self —assessments for FMFIA reporting. OIG further recommended
that the Corporation review each assessment for internal consistency and completeness
and follow up with OPS on responses that have not been properly documented.

Corporation response — The Corporation agrees with the recommendation. The
Director, OPS, did not have a thorough understanding of the concepts of the report but
now can respond to all future questions in a more accurate and understanding manner.
[Corrective Action Completed]
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